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British Consul in Chicago and Dr. Gustav Stolper Speak at 


Chicago Clinic; Former Was Interned by Japs in Shanghai 


TO SPEAK ON TAXES FROM 
MORTGAGE MAN VIEWPOINT 
The general trend of federal tax- 
ation, the Victory tax, the Social Se- 
curity tax, things MBA members ought 
to know about the recently-enacted tax 
bill, what we may find in the next big 
tax measure and important features in 
that affect mortgage 
men as business men—all these points 
and more will be covered by Lorin A. 
Torrey, head of the tax department of 
Ernst & Ernst, certified public account- 


the present law 


ants. This is a subject not previously 
covered in an MBA Clinic and we be- 
lieve it will be an important and timely 
contribution to the program. 

Mr. Torrey is a graduate of North- 
western University and the Loyola Uni- 
versity Law School. He is a member of 
the Illinois Bar and lectures extensively 
on business law and taxation. 
forum will 


\n open 
discussion follow his ad- 
Members are invited to present 


any tax question at this discussion. 


dress. 


The registration fee at the Chicago 
Clinic will be the same as last year and 
at the New York Clinic in January- 

$10. Tickets for the 
ittending will be on sale at the registra- 
tion desk. 
two 


dinner for all 


There will be four sessions, 
in the morning and two in the 


afternoon. Because so many members 


have expressed a preference for the 


“School room’” 


tables and chairs, it will again 


seating arrangement of 
be used 


it the conference. 


Now that MBA’s first 1943 “‘War 
Post War” Clinic in New York 
has been successfully concluded, plans 
for the second Clinic in Chicago at 
The Drake Hotel February 26 and 27 
Here are 
some of the speakers you will hear: 


and 


are being rapidly completed. 


H. H. Thomas 
British Consul in Chicago 
Address: “Shanghai Since 1937” 


John B. Blandford, Jr. 
Administrator, National Housing 
Agency 
Address: “War Housing in 1943” 


Dr. Louis Wirth 
Professor of Sociology. 
University of Chicago 


Dr. Gustav Stolper 
Eeonomist, author and lecturer 


Abner H. Ferguson 
FHA Commissioner 
Address: “The Outlook for FHA” 


Charles A. Mullenix 
MBA President 


Lorin A. Torrey 
Tax Specialist, Ernst & Ernst 


Arthur F. Schubert 
Illinois Association of Certified 
Real Estate Appraisers 


John C. Thompson 
Clinic Moderator 
Member, Board of Governors 


Mr. Thomas is fairly new to Chi- 
cago, having recently arrived from the 
Far East consul in 
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where he was 


Shanghai. He has just been released 
from “protective custody” by the Jap- 
anese. 

Dr. Wirth is one of the best-known 
and highly-regarded authorities on city 
planning and social trends. Dr. Stolper 
is already well-known to many mem- 
bers and is the subject of another note 
in this issue. 

Mr. Ferguson, of course, is well- 
known to all members. The last time 
we had the privilege of presenting him 
at a meeting was the 1938 convention 
when he was FHA general counsel and 
spoke on foreclosure laws. Mr. Bland- 
ford is of course equally well known 
to all members. We last had the privi- 
lege of hearing him at the Chicago 
Conference in 1942. He will speak on 
the broad general aspects of war hous- 
ing and related matters. 

President Mullenix will address the 
Chicago Clinic on a number of matters 
of particular importance to mortgage 
lenders at this time. 

Mr. Torrey Mr. Schubert and 
their topics are the subjects of more ex- 


and 


haustive comments elsewhere in this is- 
sue. 

We think the Chicago program will 
have a more timely appeal than almost 
Mr. Thomas and 
Dr. Stolper will have something im- 
portant to say from the standpoint of 
the war and international relations. Dr. 
Wirth is speaking on a subject that will 
grow in importance with all of us and 
both Mr. Torrey.and Mr. Schubert are 
handling specialized subjects not previ- 


any yet arranged. 


ously covered in our meetings. 
(Continued on Next Page) 
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In addition to these, of course, there 
well be the speakers on the panel dis- 
These 
lected in cooperation with the presidents 
of our Cleveland, Detroit, Chicago, St. 
Louis and Milwaukee chapters. These 


chapters, the five largest in the territory 


cussion programs. are being so= 


embraced by this regional meeting, will 
cooperate with MBA in sponsoring the 
Clinic. 

One of the special features on the 


panel discussion, however, will be an 


iddress by Stephen G. Cohn, Doven- 
muehle, Inc., Chicago, who will speak 
on effective public relations for mort- 
rave houses during the war period. He 


will review advertising and _ publicity 


policies with particular emphasis on 


cultivating and maintaining harmonious 


relations with borrowers. 


VARIED SUBJECTS UP FOR 
CHICAGO CLINIC REVIEW 
The Chicago Clinic will be a full- 


dress review of every topic and subject 
nature of interest to mort- 
Here are 


being 


ofa wartime 


rage lenders. 1 number of the 


specific subjects now signed: 


j j 
Pre Sent-day p icles 
j 


revardine pre- 


payment privileges in existing and net 
mortgages and other servicing problems. 
y , , . 
The effect f rent control n the 
desirability of income property loans. 


. . ° . 
I] Aat Nas been the experience of 


le nders t ith loans 


Soldiers’ and Sailors’ Cwil 


existing 


, , 
under the 


Relief Acti 

Administering a mortgage business 
t Success fully r pe um ith pers an nel 
pre hlems created } 1 the war. 

What are the best ways and means 


of reducing accounting and processing 


, ‘ 
costs for new mortgages: 


P rtfolt raiding t day and a rei teu 
if the FHA refinance ing certificates. 


rental units 


W hat ty pe »f 


build and finance in the post war era¢ 


can we 


These are a few we know lenders 
are particularly eager to hear fully dis- 


cussed by experienced mortgage bankers. 

In addition, of course, many post war 
problems will be competently reviewed 
by our speakers. 


Dr. Stolper, Former Member of Reichstag, 
Has Been Accurate Judge of War Trend 


The return engagement of Dr. Gus- 
tav Stolper at our second 1943 Clinic 
probably holds an even greater interest 
for those members who heard him on 
our Western last 
year than it did on his first appearance. 
The that Dr. 
Stolper analyzed the war and interna- 


and Southern tour 


reason, of course, is 
tional affairs rather precisely in those 
addresses and made certain predictions 
of future events—many of which have 
occurred just as he declared they would. 
\ few days ago, John W. Love in his 
Cleveland Press column, “Today’s Bus- 
Ine ss,” recalled Dr. Stolper’s observation 
that the war with Germany might end 
in the Spring or Summer of 1943 but 
that the war with Japan would run 
longer. At that time few 
iwreed; yet today many are of the same 
general opinion. What Dr. Stolper has 


would have 


to say now will be of great interest to 
every member anxious for a peek into 
the future. 

Dr. Stolper is a former member of 
the German Reichstag from Hamburg 
and was head of the research depart- 
ment of the Austrian General Com- 
missiariat in the last war. He was 
founder and editor of Der Deutsche 
Volkswirt (on January 25, 1943, Time 
referred to this paper as the “most au- 
thoritative German 
nal.”) and was Berlin correspondent 
He came to 
became a 


economics jour- 
for the London Economist. 
this country in 1933 
citizen. Since he addressed our meetings 
last year he has spoken before many 
national organizations. He is the au- 
thor of “German Economy 1870- 
1940,” “This Age of Fable” and num- 
erous magazine articles. 


and 


What Sort of Rental Units Can We Build 


in Post War to Show Investment Return? 


The subject to be covered by Arthur 
F. Schubert, Cooper, Kanaley & Co., 
Chicago, and an active member of the 
Illinois Certified Real 


Estate Appraisers, is one which the As- 


Association of 


sociation feels will have particular in- 
terest for MBA members who are 
ing some serious and practical thinking 


do- 


about the post war period. Specifically 
it is what type of rental units can we 
butld and finance in the post war areat 
But there is more to it than that. 

The subject was suggested by George 


H. Dovenmuehle, Chicago, MBA gov- 





Warning! 
It is imperative that you make 
rail and hotel reservations for 
the Chicago Clinic early. Rail- 


road men in Chicago have cau- 


ioned us to advise members that 
they should purchase round trip 
tickets and make Pullman 
vations for the return trip at the 
same time they secure accommoda- 
dations coming to Chicago. Act 
today to insure getting the kind of 
accommodations you want. 


reser- 
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ernor, who recently asked Mr. Schu- 
bert’s Association to study the question 
of what rent we will have to get on 
new apartment buildings with an aver- 
age of three rooms and another of four 
to secure an adequate investment re- 
turn. He himself feels the survey will 
probably reveal that it will be necessary 
to get in Chicago between $15 and $18 
per room, that we won’t be able to make 
a great many apartment 
house construction after the war and, 
further, that most innovations will come 
in the home and field. 
“Row” is hardly the word, he thinks, 
because it brings to mind the row houses 
of Eastern cities and he believes post 
war architects will be able to build bet- 
ter buildings, probably with a garden 
for every family. 

He also asked this group to show the 
percentage of the economic to the 
physical cost at various rentals under 
this so-called profitable figure. 

This gives you some of the back- 
ground of the thinking leading to Mr. 
Schubert’s subject and his place on our 
program. The rest of it will be found 
in his address which should be an im- 
portant one. 


changes in 


row-house 
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The Outlook for Prepayments and How 


to Handle Them in a Sensible Manner 


By FRANK H. JACKSON 


ITH our new volume rapidly 

decreasing, the two major prob- 

lems of 1943, 
and perhaps for the duration, appear to 
be raiding and prepayments. 


our business in 


Prepayment divides itself first into 
the policy of the mortgagee at the time 
the loan is negotiated, and, secondly, 
ten- 


his attitude toward 


dered after the loan is on the books. 


prepay ments 


It is agreed that the borrower is en- 
titled to reasonable prepayment privi- 
leges, but acquisition competition should 
not enforce the granting of terms far 
in excess of the borrower’s p »cketbook. 
Such privileges should provide a method 
for the borrower anticipating and short- 
ening the term of his mortgage by the 
use of his savings, or permit lump sum 
prepayments known and explained to 
the lender prior to settlement. 

There is no equity, however, in writ- 


ing a mortgage at such liberal terms 
that the mortgagee becomes the “shock 
absorber” for every tiny fluctuation of 
the borrower’s finances. Keep in mind 
that “Within” mort- 


gages with too liberal prepayment terms, 


mortgages, or 


have poor resale value. 


FHA mortgages provide for prepay- 
ment at any time, with a 1 per cent 
surrender charge, which is now waived 
if the prepayments are made from sav- 
ings, or from the sale of the property. 
What adjustment should be made by an 
FHA servicing broker with his prin- 
cipal in cases where FHA loans are paid 
off within The principal gen- 
erally requires that the servicing agent 
a written explanation of the 


a yearr 


submit 
payoff. 
organized for thrift, will generally ac- 
cept any prepayment or payment in full. 


Saving funds, being primarily 


Federals require 90 per cent prepayment 
of interest as surrender charge. 


In conventional loans, the older 


mortgages are generally silent on the 
matter of picpayment 


paid off until maturity. 


and cannot be 


In the more recent conventional 


mortgages, clauses are usually inserted, 
permitting prepayment in full, either 
with or without a surrender charge, 
after three or five 
universal method of permitting volun- 


years; or, a more 
tary payment equal to 15 per cent or 
20 per cent of the face of the mortgage 
in any one year, in addition to the reg- 
ular monthly payment, but with such 
privilege not being accumulative. 

The full prepayment privilege clause 
after three or 
avoided as, after a short period of time, 


five years should be 


your whole portfolio is subject to pre- 


payment, or even worse, to “raiding.” 

A clause permitting 15 per cent to 
20 per cent with preference to the 15 
per cent limit, is the most equitable 


method, both for mortgagor and mort- 


agee, and gives the former an “‘ac- 


cordion-type” mortgage 
be called for the full fifteen or twenty 
years, but which can be liquidated (by 


which cannot 


taking advantage of the voluntary pay- 
ments each year) in a period of five 
years. 

In carrying out the mechanics of the 
latter clause, it is suggested that the cal- 
endar year be used instead of the mort- 
gage year. Voluntary payments should 
be used to hasten the maturity date of 
the mortgage, not to readjust the 
amount of the monthly payments. En- 
borrowers to 


deavor to educate 


make a full 15 per cent payment at one 


your 


time. 
We are 


quests for prepayment, even where such 


all receiving numerous re- 


clauses are not contained in the mort- 
gage, and in making a decision on 
whether or not such payments should 
be accepted, it should be pointed out 
that there is a real danger in refusing 
them, as there is always a possibility of 
the same borrower being delinquent two 
or three years from now and reminding 
If full 
accepted, they 


you of your previous refusal. 
prepayments must be 
should be graciously handled, as a happy 
former borrower is a good advertise- 
ment. 

Prepayments should 


on income properties unless there 1s 


not be accepted 


insufficient equity. 





subject of prepayments. 


careful study. 


Milton T. MacDonald 


mercial banking. 


Orange, N. J.. 


costs which have greatly advanced. 





Who’s Who in this Special Issue About 
How to Conduct a Wartime Mortgage Business 


Except for the announcements about the February Clinic in Chi- 
cago and the President's report, this issue is all ideas, suggestions and 
opinions on how to conduct a mortgage business in the war period. 

Frank H. Jackson is manager of the mortgage loan division of 
The Travelers Insurance Company in Philadelphia. 
complete review of what seems to be about all there is to say on the 


Robert L. Irving is vice president, W. A. Clarke Mortgage Co., 
Philadelphia, and was the author of the first series of MBA Washington 
Letters which won wide acclaim. His statements about portfolio raiding 
and the FHA refinancing certificates are very definite and deserve 


is executive vice president, The Trust 
Company of New Jersey, Jersey City, and his article tells better than 
we have ever heard it said before just what FHA has meant to com- 


Harry A. Taylor is president, Frank H. 
J.. vice president, National Association of Real 
Boards and past president of the New Jersey association. He is no 
doubt reflecting the views of many of us who feel that the provisions 
of rent control have been pretty severe on owners of income property. 
He advocates an increase of at least 5 per cent to provide for upkeep 


His article is a 


Taylor & Son, East 
F state 
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There are a number of cases where 
partial or full repayments ARE almost 
1 necessity, and in most cases to the ad- 
vantage of the mortgagee: 

1. Soldier and sailor cases (no sur- 
render charge), 

2. Trouble items (with surrender 
charge ), 

3, De ith of 
without surrender charge), 

4. Tendering of 
ment early in the life of a mortgage 


mortgagor (with or 


a parti il prepay - 


which would hasten its reduction from 
1 two-thirds loan. This should only be 
taken (with or without a surrender 
charge) with the definite understand- 


ing that it is no precedent for the future, 

5. Where outstanding balance is be- 
low $1,000 (with surrender charge). 

In dealing with borrowers offering 
1 prepayment not provided for under 
the terms of the mortgage, explain that 
while the sum of money involved in 
this particular case might b small, if 
multiplied by many cases, the re sulting 


} 
} 


sum is very large and highly mportant 


to the mortgagee. The terms of the 
contract and their advantage to both 
parties should be explained, ind the bor- 
rower should be asked his reaction if, 
in violation of the terms of the contract, 
you had called for all or part repay- 
ment. In those cases where the bor- 
rower wants to pay in excess of the 
umount permitted, suggest that he de- 


} 


posit the excess with a federal savings 


and loan association until the next an- 
niversary or anniversaries when the pre- 
payment privileges come due. 

The most difficult decision in the 
matter of repayment develops from 
that of resale of properties. The mort- 
gagee, in such cases, must be willing to 
substitute borrowers and to increase or 
to change the terms of the mortgage if 
the equity of the real estate permits. If 
prepayment is taken, a surrender charge 
should be made, but it will be found 
that while mortgagors are very glad to 
make arrangements to pay surrender 
charge, they complain bitterly after the 
transaction has been completed. Ar- 
rangements can also be made to have 
the selling broker agree to replace the 
mortgage being paid off, but unfortu- 
nately performance is often hard to se- 
cure under this plan; however, it can 
be safeguarded to some extent by col- 


lecting a surrender charge which is re- 


funded when the new mortgage has 
been produced. 

One Philadelphia FHA mortgagee 
publishes a booklet explaining to his 
borrowers that a service is maintained 
for their benefit, and suggesting that 
the mortgagee be consulted before en- 
tering into an agreement of sale for 
the property. 


We can look forward to at least 15 
per cent prepayment in 1943, and un- 
less the list is carefully guarded, the 
payoff will be even greater. The vicious 
part of repayment is that your better 
loans suffer, and you are left with a 
residue of slow loans, usually none too 


well secured. 


What To Do About Portfolio Raiding? 
Will FHA Certificates Prevent It? 


By ROBERT L. IRVING 


E shall be fortunate this year 
if we can maintain our port- 
folios or servicing accounts 
against the inroads of regular amortiza- 
tion and prepayments from savings. 
With very little new business arising 
from new construction or from sales of 
existing properties some companies are 
now frankly embarking on a portfolio 
raiding program. 

Short-sightedness tends to reproduce 
itself and multiply. Many MBA mem- 
bers will remember that Claude Ben- 
ner described general portfolio raiding, 
without new construction, as “taking in 
each other’s washing.” 

Uncontrolled portfolio raiding is un- 
sound policy. Much labor and expense 
is wasted in securing no real improve- 
ment. If this point of view is sound in 
peace time, how can we justify unneces- 
sary switching and useless competition 
when this activity uses scarce manpower, 
scarce transportation, scarce business 
machines,—all vitally needed for the 
war effort? 

Many of us have hoped that at least 
in FHA we might have a useful tool in 
the refinancing clause of the National 
Housing Act, known as the Spence 
Amendment, and which reads as fol- 
lows: “No mortgage which in whole or 
in part refinances a then existing mort- 
gage shall be insured under this section 
unless the mortgagor files with the ap- 
plication his certificate to the Admin- 
istrator that prior to the making of the 
application the mortgagor applied to the 
holder of such existing mortgage for 
such refinancing and that, after reason- 
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able opportunity, such holder failed or 
refused to make a loan of a like amount 
and on as favorable terms as those of 
the loan secured by the mortgage offered 
for insurance after taking into account 
amortization provisions, commission, in- 
terest rate, mortgage insurance pre- 
mium, and costs to the mortgagor for 
legal services, appraisal fees, title ex- 
penses, and similar charges.” 

Just as times change, I thought there 
might be some consideration of changed 
circumstances by FHA’s legal division, 
ably directed by B. C. Bovard. My 
theory consisted of what seemed to be a 
logically sound case. In brief, it was as 
follows: 

1. The Spence Amendment was de- 
signed and adopted in order to discour- 
age portfolio raiding. 

2. The words “undersigned has ap- 
plied” contemplate a definite applica- 
tion by the mortgagor to the holder of 
the existing mortgage. 

3. Just as it is customary for a mort- 
gagor to apply for a loan in a definite 
amount, the certificate requires an ap- 
plication for a definite amount and 
terms when it states ““To make a loan 
of like amount and on as reasonable 
terms.” 

4. In order for an ordinary mort- 
gagor to make an intelligent application, 
he must disclose the offer of the com- 
peting or raiding mortgagee; and, fur- 
thermore, he cannot properly sign the 
certificate if the holder of the existing 
mortgage is willing to meet the com- 
peting offer. 

I must confess that this argument 


iad 
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did not impress the FHA general coun- 
sel. He has been kind enough to listen 
to all the points of this so-called argu- 
ment, and then has proceeded to break 
it down until nothing seems to remain. 

Bovard’s position is about as follows: 

1. The Amendment 
adopted for the purpose of making cer- 


Spence was 


tain that the mortgagor is getting a 
better deal from the new, or, if you 
wish, the “raiding” mortgagee. In 


other words, the who at- 
tempts to refinance 
building and loan mortgage cannot se- 
cure FHA financing unless the FHA 
deal is attractive than the best 
amount and terms available from the 
It is true that the 
before Congres- 


mortgagor 
a conventional or 


more 


existing mortgagee. 
opponents of FHA 
sional committees maintained that their 
“were just as good,” and that, 
therefore, FHA financing 
The Spence Amendment was 


loans 
was not 
needed. 
adopted as an answer to that objection. 


2. Certainly the law does not con- 


template a procedure where a mortgagor 
must go to several mortgage lenders be- 
fore going to his own institution. Pro- 
cedural difficulties would be certain to 
arise. Suppose that the mortgagor must 
first go to 
stitutions, how could such an institution 


one or more competing In- 
give a definite answer without an FHA 
commitment? Could holders of exist- 
ing mortgages or the FHA tolerate sev- 
eral FHA applications involving a mort- 
gage already Certainly the 
mortgagor should not be permitted to 


insured? 


ipply to a second institution unless he 
can state that his own 
refused to make this loan. 


mortgagee has 


3. Therefore, the acceptable pro- 
cedure under the law is an open appli- 
cation to the holder of the existing 
mortgage for his “best terms.” The 
holder then “hest 
terms” and the mortgagor should try to 
beat them. If he can find another mort- 
willing to beat the “‘best terms,” 


should disclose his 


gagee 
then the mortgagor may rightfully sign 
the certificate. Furthermore, there is no 
requirement that the mortgagor return 
to the original mortgagee. 


These are hard words for mortgagees 
who hoped, as I did, that the FHA re- 
financing certificate might discourage 
portfolio raiding. In fairness to FHA 
General Counsel Bovard, he has been 
He is not at all like the 


consistent. 


lieutenant who dressed down the orderly 
by demanding: “Who told you to put 
those blankety-blank flowers on the 
colonel’s desk?” When the orderly re=- 
plied, “The colonel, sir,” all the lieu- 
tenant could say “Aren’t they 
pretty?” Bovard is not like that. He 
is an experienced real estate, title and 
thoroughly 


was, 


mortgage attorney who 
understands the implications of his in- 


terpretation of the law, but he definitely 


The Role 


is unable to accept any other interpre- 
tation than that described here. 

What is the result? Under present 
circumstances, there is no reason to be- 
lieve that the old problem of portfolio 
“raiding” can be controlled by means 
of the FHA refinancing certificate. If 
anyone has a solution to the general 
problem, there is no apparent reason 
why it should not be applicable to both 
FHA and conventional mortgages. 


of the Banker in the Temporary 


Financing of FHA’s War Housing Program 


By MILTON T. MacDONALD 


HENEVER construction mort- 
gages are mentioned, I am re- 
minded of the owner of an 
apartment house on Riverside Drive. A 
European potentate was about to land 
very near the location of this apart- 
ment. The owner of the building pro- 
tested violently and tried to have the 
place of landing mov ed either up town 
or down. One of his friends tried to 
tell him that he should be honored and 
asked him the reason for his opposition. 
“Well,” “ordinarily I would 
be honored but | that this 


ticular building won’t stand the 21-gun 


he said, 
fear par- 


” 
salute. 


In the past construction loans have 
been a big headache to local bankers. 
From the standpoint of civic pride they 
felt they should help in the financing of 
new ratables but it seemed that each 
time they did so they got into difficul- 
ties of one kind or another. In many 
cases the banker was not only up against 
a very shrewd combination but to his 
sorrow he learned that in dealing with 
that universal commodity, real estate, 
he perhaps knew a lot less about it than 
did the other players in the game. 

Although some projects did work out 
successfully, he was often the victim 
of a super-couspiracy. What the phony 
architect, the gyp operative builder and 
the silk stocking appraiser, working in 
unison, could do to the poor banker was 
something awful! And if you turned 
this crew loose in a city which had no 
published building code, you had some- 
thing even worse. 


BUY WAR BONDS 


The moment the commitment was 
given and the digging started, the poor 
banker was in—all the way in—with 
no way of getting out. At the first sign 
of trouble, he learned that his conserva- 
tive 60 per cent loan became a 100 per 
cent loan. Sorrowfully he spent the 
rest of his days either taking his licking 
piece-meal through successive foreclos- 
ures and resaies, or, if he had the re- 
serves, he could discount his investment 
by 50 per cent and charge the balance 
off to experience. No 
supervisory banking authorities looked 
askance, criticized often charged 
down this type of asset! 


wonder the 


and 


What then has changed all that and 
why can the banker lend successfully in 
1943 and not be subject to the same 
pitfalls which were prevalent in the 
lush Twenties? Aren’t the same per- 
nicious influences still at work? Is not 
aura of mystery about the 
cost of building still pervading the at- 
mosphere? All the old questions are 
still here, but today there is an answer: 
FHA and mortgage insurance. In my 
opinion this act is one of the really 
great pieces of legislation of the 160 


that same 


odd years of our national existence and 
that it stacks right up beside such docu- 
ments as the Declaration of Independ- 
ence and the Bill of Rights. It gives 
protection and opportunity to millions 
of our citizens, and to thousands of our 
banks, insurance companies and build- 
ing and loans. Once and for all it has 
scuttled the abuses that have plagued us 


for generations. 
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What has FHA done for me as a_ in the “not-so-good” old days. You they are worthy emissaries of my insti- 
commercial banker in financing insured ilso know that in case of default and _ tution. 
mortgages for you savings bankers, in- foreclosure, you won’t have to operate My partners, during the past three 
surank ompanies, building and loans, the underlying properties as real estate vears, have produced more than thirty 
nd other investors: ind you won’t have to set them up in wpillion dollars of FHA loans of all 
Firsr: FHA is my credit department. the asset column of your statements as_— kinds. all of which have been financed 
[t separates the sheep from the goats and Other Real Estate. by my bank. Today we are filling some 
ssues Commitments only to those build- In carrying out this temporary fi- sizable orders for the secondary mar- 
rs qualified financially ind by experi- nancing program of FHA housing, I ket—a million for a New Jersey life 
nce to complete the projects. Not only have one basic requirement and this is jnsurance company, a million for a 
wut in these times of shortages of | extremely important. In every project’ Connecticut life company, five millions 
ritical materials, this Agency, working I must have a partner. All my part- for two mutual savings banks and a 


WPRB, furnishes 


! n riorities for th ympletion 
rf detens houUsIN for war workers, 
SecoNnD: FHA gives me a qualified 
ppt rvice and an excellent archi- 
vd t-plannin service. 
l nt nsiderable investigation 
vw need of th velopment and 
Wout or tvp f building for 
roposed t n 
Purp: FHA furnishes me with 
d nspection servic which not 
| rs t IVS ywogress of the 
| yur pproves the qual tT 
nstruction well as the adequacy 
t } tility istallations, the grading 


ympletion, not only 
ck | H \ iy m I 


that the building has been completed in 


final clearance 


wcordance with the approved plans and 


! 
specifications but my vond is also 


stamped for insurance. This practic lly 
guarantees my investment against loss. 
In some types of construction loans | 
don’t even have to wait for the build- 


udvance on 


ng to be completed as each 
the mortgage is 99 per cent insured 
prior to the disbursement of the bank’s 
| inds. 

None of these services were avail- 
thle to the banker in the ‘T'wenties—no 
wonder they ganged up on him. No 
matter how meticulous he was in try- 
ny t keep thead of the builder, he 


8-ball. He didn’t 


know his 60 per cent loan was a 100 


up behind the 


per center. 
With the FHA we know that our 


90 per cent loan ts a 90 per cent loan. 

Representatives of the secondary mar- 
ket for these mortgages also know that 
they are YU per cent loans; and still you 
ire bidding to buy them because you 
Know that, on a vield basis, they are 
the best investment medium for your 
long-term funds. You know that they 


are not a frozen asset as mortgages were 


members of \ssociation 
ill approved FHA mort- 


the business; they 


your 
ind they ul 


es. | ney produc 
] 


process the loans; they watch the prog- 
ress of the buildings; they call for the 
FHA inspections; they write the hazard 


take care of all the 
legal and title detail and they vet the 


Then 


nsurane they 


loans insured upon completion. 


they sell and transfer the insured mort- 


rages to the ultimate buyer and finally 


they will service them, or at least I 


} ] 
hop they will. 


Next to FHA itself, these partners 
ire the important cog in the wheel. 
hey must be reputable, experienced 
ind successful. Their judgment must 
be sound and their lovalty unquestion- 
ible. “They must endorse the code of 


MBA. 


repre sentatives of 


not only re- 


FHA but 


ethics of They are 


sponsible 


quarter of a million for a fire insurance 
company, to say nothing of the persist- 
ent small demands from fraternal or- 
ganizations, trust companies and other 


investing institutions. 


We must continue to finance the war 
housing program as a great and neces- 
etfort. Whether 
mortgage men, insurance men or 
fail 
time, effort and money to see 


sary part of the war 
we are 
to vive our 


that this 


bankers, we must not 
program is produced and completed by 
private capital and enterprise. 


If the time ever comes when FHA 
has to go to Henry Morgenthau for con- 
I am not at all sure 
that we will be allowed to participate 
in the financing of that tremendous 
potential volume of new housing of the 
post war period. 


struction funds, 


OPA Ought to Allow a 5% Increase 
in Rent Ceiling for Upkeep Cost 


By HARRY A. TAYLOR 


HE entire future of the invest- 


ment property, temporarily at 

least, is bound up in rent control. 
It is a war measure and, as such, is ac- 
ce ptable . We 
der to prevent inflation, for the protec- 
families of men in the armed 


forces, and to provide living accommo- 


all recognize that in or- 


tion of 


dations for defense workers at rentals 
that are not exorbitant, it was necessary 
that some legislation of this kind be 


enacted. 
Is rent control working: Of course, 


it is, Just as any measure for the fur- 
therance of our war effort is receiving 
the co-operation of our people. There 
have been some disorders precipitated by 


rent control and I cannot help but feel 


BUY WAR BONDS 


that some practical changes, looking to- 
wards a more equitable arrangement, 
should be made. 

In general, the rent rate as of Octo- 
ber 1, 1940, if it is not the same, so 
nearly approximates that of October 1, 
1939 (and even as far back as 1938), 
that the rate at which rents were frozen 
is, in reality, a date of two and a half 
or three years ago! It cannot be denied 
that the depression price of space still 
controlled the price in 1940. This being 
so, the effect has been definitely unfair 
to the owner of real estate. Had he not 
been most frugal he would have faced 
the possible loss, through foreclosure, 
of his property. Because of scarcity of 
space his usual normal vacancy has been 
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OPA OUGHT TO — 


(Continued from page 6) 


taken up, so that today properties in 
critical areas are 100 per cent rented. 
That 10 per cent of the income that 
you would normally allow in the com- 
putation of any economic set-up does 
not, for the time being, exist, and the 
10 per cent is available to the owner 
for the maintenance and operation. 

[ quarrel very definitely with OPA 
because I believe they are making a mis- 
take in their attitude toward this ques- 
tion. The people of America are con- 
forming to the regulation cheerfully 
but they do want to do some thinking 
for themselves and would like to have 
OPA take some advice from the people 
who are being regimented. OPA ought 
to shake itself loose from its single atti- 
tude of a frozen rent situation and give 
some consideration to mounting costs. 
OPA holds that it has had operation 
cost surveys made throughout the coun- 
try showing that the earning position 
of landlords, generally, is as good now 
as it was before the impact of defense 
activities and war upon our economy. 
They believe nation 
should ask more than that now. If this 
is so, it is only because owners are re- 


no group in the 


stricting normal expenses in operating 
their buildings. Costs of materials and 
labor have been spiralling and with rents 
frozen it is a complete fallacy to say 
that owners are operating their build- 
ings in a normal manner and that the 
economic structure has not suffered in 
any way. It is absurd, in my opinion, 
to state that the earning position of the 


landlord is as good today as it was be- 
fore the Price Control Act became law. 
What has taken place is nothing more 
or less than frugality on the part of the 
owners in making expenditures in order 
to mould a ring of safety around their 
properties. 

There must be, 
be safeguarded, an increase of at least 


f all interests are to 


5 per cent of the present rent ceiling 
with the understanding that it will be 
applicable to the upkeep of the building. 
This will forestall more rapid deprecia- 
tion than normal and reduce to a mini- 
mum the obsolescence that would other- 
wise take place at an accelerated rate. 
It can hardly be denied that the dollar 
has a purchasing power today of 80¢ 
and less and that rents are frozen uni- 
versally at less than 1 per cent in- 
crease. Actually they are frozen at pre- 
war or depression levels with hardly 
1938. Detroit, 
cities claim this 


any increase since 
Cleveland, and many 
to be a fact,—in some places even ten- 


ants admit rents are too low! 


MBA IN THE WAR 














Lt. (j.g.) Herbert V. Jones, Jr., 
son of Herbert V. Jones of Kansas 
City, is now with the Navy stationed 
in Miami. 

Stuart C. Frazier, executive vice pres- 
ident, Washington Mutual Savings 
Bank, Seattle, has been commissioned 
a first lieutenant in the Marine Corps. 
He is now in Quantico. 

R. M. Hurd, Jr., Teachers Insur- 
ance and Annuity Association of Amer- 
ica, New York, is now in the Navy. 

John Allan Love, chairman of the 
board of Income Investment Co., Clay- 
ton, Mo., who was for some time ad- 
ministrator of all rationing boards in 
St. Louis County, is now vice chairman 
of the local Victory Fund Committee. 
He is also an air raid warden and mem- 
ber of the executive committee of the 


OCD of St. Louis County. 





275 AT N. Y. CLINIC 

The New York Clinic in January 
was one of the largest MBA has spon- 
sored since this type of regional meet- 
ing was inaugurated in 190. Attend- 
was 275 from 55 cities in 20 
states. New Jersey led in number of 
cities represented with 15 followed by 


New York with 9. 
BUY WAR BONDS 


ance 


This regulation is too drastic and 
must, if fairness is to prevail, give a uni- 
versal over the rent 
ceiling of this 5 per cent. The tenants’ 


increase present 
welfare must be considered; the OPA 
has taken care of that, not only in the 
rent ceiling but in the regulations of 
evictions and restrictions on the sale of 
rented homes. We must recognize that 
more than one half of the population 
of our country are tenants, who there- 
fore, must of necessity receive prime 
consideration. 


The situation is not altogether black. 
There can be no question but that rent 
control has silenced inflation and given 
an automatic stabilization to the rental 
situation. In my judgment, it has not 
affected (except perhaps to intensify it 
somewhat) the market and the market- 
ability of property. We can always ex- 
pect sound mortgage conditions when 
we have marketability and we have it 
today, have had it for the past five years 
and we will continue to have a good 
sound market. ; 


Rent control has accomplished a sen- 
sible price standardization as 
what surely have happened— 
inflation. If a price ceiling had not been 
placed into effect profiteering vultures 


against 
would 


would have swooped down and carried 
realty values off in their claws. A disas- 
trous and frantic selling and purchasing 
market, that would have left in its wake 
nothing but disappointment, chaos and 
destruction, would have been the result. 
We would have seen the great money 
lending institutions again shying away 
from loaning on real estate. 7”. . 

These observations would not be com- 
plete without some reference to taxes. 
If we must have rent control and if we 
wish to complete the entire picture (hav- 
ing soundness as its frame) we must 


insist that taxes be limited. 


Finally, there should be some instru- 
mentality for the granting of deserving 
concessions in deserving areas. The idea 
that a national plan can fit every com- 
munity is nonsense. What we need are 
simple rules and a bit of flexibility in 
their local application, and an under- 
standing on the part of OPA officials 
and employees based upon practical ex- 
perience in order that a fairer consider- 
ation be given to the regulations. 
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SURVEY SHOWS AMPLE 
WAR HOUSING FUNDS 
re plenty f privat funds all 


dosgey ng President’s Report to the 


to our 


Membership 


I have had the pleasure of attending all the MBA Clinics 
but two since the first one in 1939—and each one has been 


an improvement over the previous one. 


[his was also true at New York on January 13th and 
l4th, where an attendance of 275 indicated the mounting 
interest in problems of wartime operation and postwar op- 
portunities. Another evidence of interest is the increasing 


number of new membership applications, many of which 


come direct by mail. To date, more applications have been 


received than in any previous year. 


Che effectiveness of the Association in protecting private 
mortgage business for the future is definitely tied to increased 
influence of larger membership and the resulting increase 
in budget. This is more vital to every mortgage banker than 
ever before—and this is a call to every present member to 
secure a new application to be presented to the next Board 
of Governors meeting on February 25, 1943. Applications 
should reach the office in Chicago by February 23rd, if 


possible. 


There is considerable discussion in the public press about 
liquidation of HOLC. We have not entered into this dis- 
cussion publicly because there are certain ramifications which 
pligsiars have not been made clear to us. A visit to Washington on 
- February 4th and 5th may clear up the questionable points 


and we shall then hope to make an announcement possibly in 
New York on February 6th, when I am scheduled to address 
the annual banquet of the Real Estate Board of New York. 


money 


r FHA 


I am most grateful for the support being received from 
\f Maine, our official family this year. In attendance at the New York 
M ISSait h i- 

it, Penn- 


, Mary- 


Clinic there were our Vice President, three Regional Vice 
Presidents, our General Counsel, five Past Presidents, seven 


Board members, ten committee chairmen—and our Secretary 
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and Treasurer. 














